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| . | NTRODUCTI ON
On Cctober 1, 1992, Canbridge Electric Light Conpany

("CELCo") and Commonweal th El ectric Conpany ("CECo") (together,
t he "Conpanies") filed, pursuant to GL. c. 164, 8§ 94 and
220 C MR 88 9.00et seq., a joint petition for preapproval by
the Departnment of Public Utilities ("Departnment”) of the
Conpani es' proposed conservation and | oad managenent (" C&LM')
progranms for a one and one-half year period and for cost recovery
for expenses incurred as a result of inplenenting said prograns
("Joint Filing"). The Cctober 1, 1992 Joint Filing consisted of
a cover letter, the joint petition, an executive sunmary, and two
t echni cal vol unes.

On Novenber 9, 1992, the Departnent issued an Order of

Notice that, inter alia established three public hearing dates

and set Novenber 23, 1992 as the deadline for filing petitions
for leave to intervene. The Hearing O ficer granted the
petitions for leave to intervene as a party filed by | RATE, Inc.
("I RATE"), the Conservation Law Foundation, Inc. ("CLF"), the
Cape and Islands Sel f-Reliance Corporation ("Self-Reliance"), the
Commonweal t h of Massachusetts Division of Energy Resources
("DOER'), the Massachusetts Institute of Technology ("M T"), and
Save Qur Regi onal Econony ("SORE"). The Attorney General of the
Commonweal th ("Attorney General™") filed a notice of intervention
pursuant to GL. c. 12, § 1l1E

Three public hearings were conducted on Novenber 30, 1992,
Decenmber 1, 1992, and Decenber 2, 1992, in New Bedford,
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Canbri dge, and Hyanni s, Massachusetts, respectively. Return of
Service was properly made at the Novenber 30, 1992 heari ng.

On Decenber 23, 1992, the Conpanies filed additional program
design and cost-effectiveness information as their Supplenent to
the Joint Filing ("Supplenental Filing").

On Decenber 21, 1992, MT filed a Motion to Conpel
Production of Avoided Cost Information Contained in Information
Response DPU-1-5 ("M T Modtion"). On Decenber 30, 1992, the
Conpanies filed their answer in opposition to the MT Mdttion. On
March 3, 1993, pursuant to 220 CMR 8 1.04 (4)(a), MT served
notice that it had withdrawn its Mtion to Conpel and i nforned
the Departnment that MT and the Conpanies had entered into a non-
di scl osure agreenent concerning the response to Information
Request DPU- 1-5.

1. BACKGROUND

A. History of Conpanies' DSMEfforts

On January 15, 1992, the Departnent issued an O der
approving a Settlenent Agreenent ("Settlenent Agreenent") in
Commonweal th El ectric Conpany/ Canbri dge El ectric Light Conpany
D.P.U 91-80 (Phase I1-A) ("D.P.U 91-80 (Phase II1-A)"), the

Conpani es' previous C& .M preapproval case, that established the

. The ternms demand-si de managenent ("DSM') and C&LM are used
i nt erchangeably throughout this O der
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Com El ectric C&LM Task Force ("Task Force") in order to devel op,
i nprove, and oversee the Conpanies' C&M activities.
D.P.U 91-80 (Phase Il1-A) at 9-21. The Settlenent Agreenent also
provided for the retention of an |ndependent Expert, to be
selected by the parties to the Settl enent Agreenent, who was
expected "to advise the Conpani es, the Task Force, and the
Departnment on how t he Conpani es shoul d best design, inplenment and
nmoni tor their C&LM prograns” and "issue reports at | east
guarterly to the Departnment during 1992 and through June, 1993."
Id. at 9 (citing Settlement Agreenent at 4).

Anong ot her things, the Settlenent Agreenment provided that
t he I ndependent Expert was to submt program designs and
refinements by June 30, 1992 (Settlenent Agreement at 7). The
Departnent further instructed the Conpanies to submit their next
overal |l C&LM preapproval request on March 1, 1993, with an
i nt ended preapproval date of July 1, 1993. D.P.U. 91-80 (Phase
11-A) at 9-21.

2 The nenbers of the Task Force are the Conpanies, the
Attorney GCeneral, CLF, |RATE, SORE, State Senator Henri S.
Rauschenbach, forner State Senator WIlliam Q MclLean, Jr.
(Senat or MacLean, Jr. was replaced by Senator Mark Mntigny
in February 1993), Energy Engi neers Task Force, and DOER

3 The Settlenment Agreenental so instituted a conservation
charge ("CC') as a cost recovery mechani smfor DSM expenses
and established expenditure | evels for specific custoner
classes. D.P.U 91-80 (Phase Il1-A) at 11.

4 Bet ween April 28, 1992 and July 31, 1992, the Conpanies
subm tted several workplans, the |last of which indicated
t hat program desi gns woul d be submtted no later than
Cct ober 1, 1992, consistent with the Departnment's letter
dated May 29, 1992. See Section Il.B., below
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B. The Conpanies' |RM Proceeding

On April 15, 1992, the Conpanies filed with the Departnent
and the Energy Facilities Siting Council ("Siting Council®}he
Initial Filing in their Integrated Resource Managenent ("IRM')
case, docketed as D.P.U. 91-234. The Conpanies also filed a
notion pursuant to 220 CMR § 10.07(4) and 980 C MR
8§ 12.08(2), requesting an exception fromthe requirenment under
220 CMR 8 10.03 (6)(b) and 980 C.M R 88 12.06t seq. that a
request for proposals ("RFP') for DSM services be issued in the
| RM pr oceedi ng.’

On May 29, 1992, the Departnent and the Sitng Council issued
an InterimOder ("May 29 InterimOrder”) in the |IRM proceeding

> On Septenber 1, 1992, the functions of the Siting Counci
were nerged into the Department pursuant to a reorganization
pl an enacted as Chapter 141 of the Acts of 1992.

6 The Department's IRMregul ations require that each electric
conpany develop a plan that will enable it to identify and
procure reliable energy resources at the | owest possible
cost through an eval uation of both supply- and demand-si de
resources on a systematic, equitable, and integrated basis.
D.P.U 91-80 (Phase I1-A) at 21, citing D P.U 86-36-F at
39-40 (1988). As such, the C&LM preapproval process is
i ntended to be superseded by the I RM process which is
designed to ensure that demand-side and supply-side
resources conpete on equal footing. Id.

! On April 29, 1992, a proposed partial settlenent was
submtted to the Departnent and the Siting Council by the
Conpani es and other parties to the proceeding. The proposed
settlenent included a provision that no DSM RFP be issued in
the I RM proceeding. On May 15, 1992, the Departnent and the
Siting Council issued a Joint Order rejecting the offer of
settlenment and indicating that the DSM RFP i ssue woul d be
addressed in a manner consistent with the Departnent's
Orders in (1) the Conpanies' nost recent C&LM proceedi ng,
D.P.U 91-80 (Phase I1-A), and (2)Boston Edi son Conpany
D.P. U 90-335 (1992).
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al l owi ng the Conpanies to defer the issuance of their DSM RFP
The Departnent, however, required the Conpanies to file on

July 1, 1993, a DSM RFP with the Departnment for review, along

wi th basic information concerning the DSM prograns that woul d
conprise the Conpanies' bid in the DSM RFP. May 29 Interim O der
at 3.

In the May 29 Interim Order, the Departnent al so addressed
the possibility that the Conpani es would be unabl e, through the
Task Force, to produce cost-effective prograns to be submtted
for preapproval on Cctober 1, 1992. The May 29 Interim O der
st ates:

The Departnment's Order in D.P.U 91-80 Phase Two-A

anticipates that, through the C& M Task Force, the

Conpanies will inplenment cost-effective C&M prograns

expeditiously. However, as was noted in the May 15,

1992 Joint Order by the Departnent and Siting Counci

concerning the offer of settlement, if the Conpanies

are not successful in these efforts, a conpetitive C&M

solicitation across all custonmer classes would help to

ensure that cost-effective C&M prograns woul d be
available to all ratepayers.
May 29 InterimOrder at 3-4, n.2 (citing May 15 Joint Order).

11, THE JO NT FILING

In their Joint Filing, the Conpanies submtted the follow ng
progranms for preapproval: Electric Hot Water/ CGeneral Use,
Resi dential Electric/H gh Use, Residential Lighting Conponent,

8 In the May 29 Interim Order, the Departnent al so required
t he Conpanies to submt by October 1, 1992 "any proposed
| ndependent Savi ngs Supplier RFP prograns and Task Force
prograns for review and fundi ng approval." The Depart nent
found the requirenment to submt a DSM preapproval filing by
March 1, 1993 pursuant to D.P.U. 91-80 (Phase II-A) at 19 to
be "no | onger necessary."” My 29 InterimOder at 3, n.4.
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Appl i ance Efficiency, Customer Education Initiative, |ndependent
Savi ngs Suppliers ("I1SS"), Equi pnent Repl acenent, Commercial and
I ndustrial ("C& ") New Construction, Small C& Direct I|Investnent,
and Conservation Voltage Regul ation ("CVR®)(Joint Filing,
Executive Sunmary at 2-5).

O the prograns submtted on October 1, 1992 for
preapproval , the Conpanies indicated that only three CECo
progranms and one CELCo program were expected to be cost-effective
(Joint Filing, Vol. I, 8 5). In addition, the Conpani es stated
that the cost-effectiveness anal yses included with the Joint
Filing were prelimnary in nature and likely to change d.,
Executive Sunmary at 9). The Conpanies also indicated that four
progranms submtted for preapproval were not subjected to a cost-
ef fectiveness analysis: Appliance Efficiency, Customer Education
Initiative, CVR and ISS (d., Vol. |, § 5).

I n addi tion, the Conpanies indicated that, although the
Joint Filing was not a Task Force Settlement document, the Task
Force was pl anning additional settlenment activitiesid., Cover
Letter at 1). The Conpani es stated, however, that "regardl ess of

whet her a full C&LM Task Force consensus i s reached, certain

o In their filing, the Conpanies use the term "Conservation
Vol t age Reduction” rather than Conservation Voltage
Regul ati on. Throughout the literature on this program the
terns Conservation Vol tage Regul ati on and Conservati on
Vol t age Reduction are used interchangeably. The Depart nent
has used the term Conservation Vol tage Regul ation to refl ect
the fact that proper application of this program does not
reduce custoner voltages bel ow currently accepted standards.
See, e.g., Boston Edison Conpany, D.P.U. 90-335, at 67, n.19

(1992)
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enhancenents and corrections to [the Joint] filing will be
forthcom ng" (d., Cover Letter at 2).

The Conpani es' Supplenmental Filing, filed Decenber 23, 1992,
nearly three nonths after the Cctober 1, 1993 filing deadline,
cont ai ned updates to the Joint Filing' s DSM program budgets,
cl ass-specific CCs, cost-effectiveness anal yses, and program
desi gns (Supplenental Filing at 1-3) The Suppl enental Filing
provi ded no cost-effectiveness anal yses for the ISS, Appliance
Effici ency, and Custoner Satisfaction Initiative (formerly
Cust oner Education Initiative) progransi(d., at 88 2, 5). The
Conpani es al so indicated that the Supplenental Filing was not a
Task Force consensus docunent although it reflected sone areas of
Task Force agreenent (d.).

V. REPORT OF THE | NDEPENDENT EXPERT

On Novenber 30, 1992, the Departnment received the Report of
t he |1 ndependent Expert ("IE Report") consisting of commentary and
reconmendations to the Departnment regarding (1) C&LM expenditure
| evel s, (2) C&M program designs, and (3) C& M staffing |evels.
The | ndependent Expert indicated that the |E Report was not a
Task Force consensus docunent (IE Report at 2). On
January 19, 1993, the Independent Expert submtted an appendix to
the |E Report that included alternative program designs for the

Conpani es' small C& and nmultifam|y/public housing prograns.

10 Based on the Conpani es' anal yses in the Supplenental Filing,
only four of CECo's ten programs, and five of CELCo's el even
pg?grans were determ ned by the Conpanies to be cost-
ef fecti ve.
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Conments on the Conpanies' Joint Filing and the | E Report
were filed by Senator WIlliam Q MacLean, Jr. on
Novenber 30, 1992, and by | RATE and SORE on Decenber 4, 1992. On
February 9, 1993, IRATE filed additional comrents concerning the
Conpani es' C&LM preapproval filing.

On Decenber 15, 1992, the Conpanies filed their Initial
Response to the IE Report ("Initial Response"”). The Initial
Response expressed support for several sections of the |IE Report,
i ncluding the "Task Force Process" section and certain portions
of the section entitled "Review of the Conpani es C& M Deci si ons"
(I'nitial Response at 2). The Conpani es, however, strongly
di sagreed with the concl usi ons and reconmendati ons outlined in
the "Staffing and Organi zati on" and the "Conpani es Partici pation
in Task Force" sections of the |E Reporti(d. at 2-3).

On January 20, 1993, the Attorney General, CLF, and SORE
filed conments on the |E Report along with a request for
Departnent action ("Mnority Corments"). In the Mnority
Comments, the Attorney Ceneral, CLF, and SORE asked the
Departnent (1) to make findings consistent with the I E Report,
(2) to conduct a bidding process for the nanagenent and
i npl ement ati on of the Conpanies' C&M prograns, (3) to order the
Conpani es to inprove their cost/benefit analyses, and (4) to
approve the continuation of the work of the Independent
Expert/ Task Force until at |east June 30, 1994 (Mnority Coments
at 1-2). In the alternative, the Mnority Conments urged the

Departnent to find that the Conpanies' DSM activities are nanaged
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i nprudently and that the Conpanies have failed to neet their
public service obligation (d. at 1-3).

On February 3, 1993, the Conpanies filed a response to the
M nority Conments.

V. ANALYSI S AND FI NDI NGS

I n considering the appropriate extent of the investigation
of the Conpanies' filing in the instant case, the Departnent nust
assess (1) the Conpani es' past inplenentation of C&LM prograns
and conpliance with previous Departnment directives; (2) the
conpl et eness of the Conpanies' Joint Filing and Suppl enent al
Filing; (3) the volum nous and contentious nature of the comments
received thus far, including the I E Report, the Mnority
Comments, the comments of other intervenors, and the Conpanies'
responses to these conmments; and (4) the integration of the
i ssues raised by both the Conpanies' DSM preapproval proceeding
and the | RM proceedi ng*

First, the Departnent has regarded the Conpani es' past DSM
efforts as clearly inadequate. In D.P.U 91-80 (Phase II-A)
at 30, the Departnment found that the Conpanies did not conply
with the directives set out in the Conpanies' previous DSM
preapproval case, D.P.U. 89-242. The Departnment accordingly "put
t he Conpani es on notice that their nonconpliance with the

Departnent's directives in D.P.U. 89-242 will be considered

1 The Departnment's DSM policies, as articulated in
D.P. U 86-36-F and various DSM preapproval Orders, are
superseded by the regulations and Orders that define the |IRM
process.
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during the Conpani es' next base-rate cases."” D.P.U 91-80
(Phase 11-A) at 30.

Second, by the May 29 Interim Order, the Departnent directed
t he Conpanies to submt by October 1, 1992 proposed |ISS RFP
progranms and Task Force progranms for review Previous Departnent
deci sions clearly have established the expected form and content
of electric conpany C&.M preapproval filings. See Massachusetts
El ectric Conpany D.P.U. 89-194/195, at 103-183 (1990); Western
Massachusetts Electric Conpany D.P.U. 89-260 (1990). 1In

D.P.U. 86-36-F at 30, the Departnent determ ned that an electric
conpany seeki ng approval of a C&.M proposal would be required to
file "a denonstration of the need for the programincluding a
denonstration that the proposal would result in net benefits for
rat epayers in conparison with reasonable alternative

i nvestnents.”

The Conpani es have stated that the Joint Filing | acked cost-
ef fectiveness anal yses for several prograns; that the Joint
Filing as filed on Cctober 1, 1992, was subject to change based
on the Supplenmental Filing; and that the Suppl emental Filing
simlarly |acked cost-effectiveness anal yses. Therefore,
accepting these assertions outlined in the Joint Filing as
uncontroverted and true, the Department finds that the Joint
Filing and Supplenental Filing are inconplete on their face and
therefore not in conpliance with the Departnent's previous
Orders. See e.g., D.P.U 86-36-F at 30; D.P.U 91-80 (Phase
Il-A) at 109.
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Third, because of (1) the extensive and contentious comrents
filed by the intervening parties, (2) the responses to the
comments filed by the Conpanies, and (3) our previous finding
that the Joint Filing and Supplenmental Filing are inconplete, the
Departnent is convinced that the instant DSM preapproval case
could not be adjudicated in a tinely or efficient fashioid. The
Departnment al so notes that adjudication of this mtter would
require a substantial comm tnent of resources fromthe Conpanies
and intervenors!®* Therefore, the Departnent believes that such
l[itigation would not result in the tinmely commencenent of cost-
effective DSM prograns for the Conpani es.

Fourth, the May 29 Interim Order set out a precise schedule
for conpetitive DSM solicitation pursuant to the IRMregul ations.

G ven the inconplete nature of the Joint Filing and Suppl enent al

12 The Departnent's investigation in D.P.U 91-80, Phase Il
requi red 14 days of evidentiary hearings. Mst C&M
preapproval cases require significantly | ess adjudication.
For exanpl e, Boston Edi son Conmpany's 1991 C&LM preappr oval
proceedi ng required five days of evidentiary hearings.
D.P.U 90-335, at 4. Western Massachusetts Electric
Conmpany's 1991 C&LM preapproval proceeding required six days
of evidentiary hearings. Wstern Massachusetts Electric
Conpany, D.P.U. 91-44, at 2. (Oher preapproval cases have

een settled with no evidentiary hearings and in a short
period of tinme. See Massachusetts Electric Conpany D. P. U.
92-217 (1993); Western Massachusetts Electric Conpany
D.P.U 92-13 (1992).

13 I n approving the Settlement Agreenent submitted in
D.P.U 91-80 (Phase Il1-A), the Departnent regarded a
reduction in adjudication as a vital conponent of the
settlenent. The Departnent stated that "[i]f the existence
of the Task Force and the [Independent] Expert reduces
future litigation, we will view their creation as positive."
D.P.U 91-80 (Phase Il1-A) at 19.
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Filing, the contentiousness of the proceeding thus far, and the
specification in the May 29 Interim Order that requires RFPs to
be submtted by July 1, 1993, the Departnent concl udes that

adj udi cation of the instant case at this time would be

unr easonabl e, unproductive and untinely.

The Departnent finds that sinmultaneous reviews of the
Conpani es' C&.M preapproval filings and the anticipated July 1
1993 DSM RFP woul d create an unnecessary and unproductive
duplication of effort. The Departnent also notes that had the
Joint Filing been conplete, and had it reflected a greater degree
of consensus by the Task Force, as anticipated, preapproved DSM
progranms coul d have been in place by January 1993, and these
conpany- sponsored prograns could have conpeted with those bid
t hrough the RFP. Because adjudication of this case cannot |ead
to the tinely inplenmentation of cost-effective C&M prograns, the
Departnent finds that adjudication is not in the public interest
and, thus, dism sses the instant C&LM preapproval Joint Petition
and supporting filings submtted in D P.U. 92-218. Accordingly,

t he Departnent hereby closes D. P.U 92-218 w thout any further
i nvestigation of the filings, pleadings, and conments submtted

t hus far.%

14 The Departnent has the authority to dismss, as patently
defective, filings that have contravened a policy directive
expressed by the Departnent in earlier adjudicatory
proceedi ngs even though the filing conplied wth al
applicable statutes and regul ati ons. Massachusetts El ectric
Cbppany, 383 Mass. 675, 678-681 (1981);New Engl and
Tel ephone and Tel egraph Conpany D. P.U. 84-276, at 13, 16

(continued...)
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Di sm ssal of this DSM preapproval filing clearly was one of
the possibilities anticipated by the Departnent in the May 29
InterimOrder. In that InterimOder, the Departnent specified
t hat shoul d the Conpanies fail to produce cost-effective prograns
"a conpetitive C&M solicitation across all custoner classes
woul d help to ensure that cost-effective C&M prograns woul d be
avail able to all ratepayers.*® My 29 Interim Oder at 3-4.

Except for the treatnment of the CVR program and certain
exi sting residential prograns as provided in Section VIl of this
Order, the Departnent enphasizes that the conpetitive
solicitation process established in the May 29 Interim O der is
now the only nmeans of DSM resource procurenent for these
Conmpanies at this tinme. The Departnent al so notes, consistent

with the directives set out inBoston Edi son Conpany

D.P.U 90-335 (1992), that the Conpanies are required to include
cost-effective DSM prograns for all custonmer sectors, including

| ost opportunity prograns, as part of their initial resource

(... continued)
(1985); Massachusetts Electric Conpany D.P. U 19257, at 4
(1977) (citing Municipal Light Boards v. Federal Power
Conmi ssion 405 F.2d 1341, 1345 (D.C. Gr. 1971)).

15 Al t hough there exists consensus anong the Task Force
participants regarding the ISS program the Departnent finds
that review of a single programat this tine would not be
appropriate or efficient in light of our decision to dismss
t he Conpani es' filing.
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portfolio. See D.P.U. 90-335 at 65-66* Such conpany-sponsored
programs will conpete directly with bid prograns that are simlar
in end-use and/or targeted custoner class. Contracts for
successful project bids will be awarded based on the price and
non-price criteria proposed by the Conpanies in their DSM RFP
which will be reviewed by the Departnent pursuant to the schedul e
established in D.P.U 91-234.

The Departnment enphasizes that our ruling in this proceeding
is conpletely consistent with our conmtnent to cost-effective
C&LM and is specifically designed to enable the Conpanies to use
the conpetitive process to deliver successfully C&.M prograns to
their customers in a tinmely manner’

VlI. OTHER | SSUES

A. I ntroduction

We address bel ow the consolidation of the requests of CECo
and CELCo to recover |ost base revenues ("LBR') through their
respective CCs, and the expansion of this investigation to

i ncl ude an exam nation of the CVR Program and the adequacy of the

16 This policy was devel oped to ensure that regardl ess of the
maturity of the conpetitive market, all custoner sectors
woul d be able to receive cost-effective DSM servi ces.
D.P. U 90-335 at 65-66.

1 The findings set forth in this Oder concerning the DSM RFP,
t he continued exi stence of the Task Force (see Section VI.F,
bel ow), and the investigation of the Conpanies' C&LM
performance and managenent ¢$ee Section VI.C, bel ow) address
t he concerns expressed in the Mnority Cormments. Therefore,
the Departnment will not rule on the specific requests for
Departnment action or assertions set forth in the Mnority
Comrent s.
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Conmpani es' C& .M performance. W also address the I'SS Program
exi sting residential prograns, and the continuation, if any, of
the activities of the Task Force.

B. Lost Base Revenue Recovery Request -- Docket
Consol 1 dati on

In the Joint Filing, the Conpanies request that they be
all owed to recover LBR through the CC (Joint Filing, Vol. I,

8 4). On Decenber 23, 1992, CECo and CELCo separately filed rate
schedul es for Departnent approval that reflect the LBR requests.
On January 13, 1993, the Departnent suspended the inplenentation
of the rate schedules until July 1, 1993, to allow for a
Departnment investigation. The Departnent's investigations into

t hese rate schedul es were docketed as D.P.U. 93-15 (CELCo) and
D.P. U. 93-16 (CECo).

As provided in 220 CMR 8 1.09, the Departnment may, upon
its owm notion, order the consolidation of proceedings "involving
a common question of law or fact." The Departnment finds that the
LBR i ssues presented in D.P.U 93-15 and D.P.U. 93-16 invol ve
comon questions of |aw and fact and, therefore, these dockets
shal | be consolidated into a single proceeding for investigation
pur poses and docketed as D.P.U. 93-15/16.

The Department will issue an Order of Notice for
D.P.U 93-15/16 that will establish public hearing dates and a
deadline for filing petitions to intervene.

C. lnvestigation of the Conpanies' C& .M Activities

On Decenber 23, 1992, the Conpanies issued a Joint Mdtion of
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t he Conpani es For Continued Effectiveness of Current Conservation
Charge Decimals ("CC Mdtion"). On February 3, 1993, the
Departnent issued a letter rejecting the CC Mdtion ("February 3
Letter")® On February 24, 1993, the Conpanies filed a request
for an extension of the appeal period and clarification of the
February 3 Letter ("February 24 Request")® On March 5, 1993,
the Departnent issued a response to the Conpanies' February 24
Request ("Departnment Response").

In the Departnent Response, we clarified the intent of the
February 3 Letter,i.e., that it did not constitute any fina
determ nation regardi ng the appropriateness of the Conpani es'
1992 C&LM expenditures or provision of |east-cost service to
their custoners. As the Departnent Response indicated, the
February 3 Letter expressed concerns with the Conpanies' C&M

efforts and provided support for the Departnment's proposed

18 In the February 3 Letter, anong other things, the Departnent
indicated its intention to investigate the Conpanies’ C&M
performance, including a review of the 1992 over- and under -
recoveries for all of the Conpanies' rate cl asses.

19 In the February 24 Request, the Conpanies referred to the
section in the February 3 Letter that stated: "[by] failing
to conply with the directives set out in DPU 91-80 (Phase
I1-A), in particular by not delivering services consistent
with the approved program budgets, the Conpanies failed to
neet their obligation to serve their custoners in a | east
cost manner" (February 3 Letter at 2). The Conpanies
contended that this statenent did not constitute a final,

di spositive finding or order with respect to the

appropri ateness of the Conpanies' 1992 C&L.M expendi tures or
t he Conpani es' provision of |east cost service to their
customers (Request at 2). The Conpani es further contended
that the Departnment's statenment was nerely an attenpt by the
Departnent to create a basis for future evidentiary hearings
regardi ng the Conpanies' C&.M performanceid.).
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i nvestigation of the Conpanies' C&.M performance, including a
review of 1992 cl ass-specific over- and under-recoveries.
Depart nent Response at 1-2.

Therefore, consistent with the February 3, 1993 Depart nent
Letter and the March 5, 1993 Departnent Response, the Depart nent
finds that the Conpani es' perfornmance and managenent of their
C&LM activities shall be investigated within the context of
D. P. U 93-15/16.

D. Conservation Voltage Regul ation Bifurcation and
| nvesti gati on

CVR is a conservation program applied to an electric
conmpany's distribution system involving measures and operating
strategi es designed to provide electricity service at the | owest
practicable voltage |l evel while neeting all applicable voltage
standards. D.P.U 90-335 at 67. |InCanbridge Electric Light
Conpany/ Conmonweal th El ectric Conpany D. P. U 89-242/ 246/ 249,
at 67 (1990) and D.P.U. 91-80 (Phase I1-A) at 2, the Departnent

ordered the Conpanies to investigate the applicability of CVRto
their systens, and to inplenment CVR where cost-effective. The
Conpani es provided a program proposal for CVR in their Joint
Filing (Joint Filing, Tab 6.12 and Appendi x B).

CVR differs fromother DSM prograns in that, while custoners
on affected circuits experience | ower energy and capacity use,
custonmers' facilities and end-use devices are uninvolved in the
program s inplenentation. Rather, CVR is inplenented directly on

a conpany's high voltage electrical distribution system and,
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therefore, is |less conducive to inplenentation by an outside
party secured through an RFP. D.P.U. 90-335 at 67-68.

Based on this characteristic of CVR and because the instant
proceedi ng has been di sm ssed, the Conpanies' CVR Program al so
will be examined in D.P.U 93-15/16° The Conpani es are hereby
ordered to submt a proposed CVR program budget together with a
proposal for cost recovery of CVR program expenditures within ten
busi ness days of the date of this Order.

E. Existing Residential Prograns

The Conpanies currently are inplenenting two residenti al
progranms that were preapproved in D.P.U 91-80 (Phase II-A):
(1) Residential Electric Space Heat and (2) Residential General
Use/ Hot Water. See D.P.U 91-80 (Phase II-A) at 71, 72. In
order to mnimze disruption in the delivery of DSM prograns for
t he Conpani es' residential customers, the Departnent directs the
Conmpanies to maintain these prograns at their current expenditure
| evel s as directed in the Departnent's February 3, 1993 Letter,
as long as they remain cost-effective, until July 1, 1994, the
anticipated date of inplenentation of prograns secured through
the DSM RFP. See May 29 Interim Order at 3.

F. lnvestigation of the Budget and Tenure of the Task

20 The Departnent hereby incorporates into D. P.U. 93-15/16 the
foll ow ng portions of the Conpanies' Cctober 1, 1992 Joi nt
Filing: (1) the five pages relating to CVR contained at Tab
6.12 of the Joint Filing and (2) theonservation and
Vol t age Reduction Reportsubmtted as Appendix B to the
Joint Filing. The Conpanies are requested to provide the
Departnment with any updates to these two docunents as
appropri ate.
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For ce/ | ndependent Expert

On February 11, 1993, a Joint Mdtion For Approval of a

Settl enent Agreenent and the Budgetary Anmendnent to Settl enment
Agr eenent?! (together, "1993 Agreenent") was filed for Departnent
approval by the Conpanies, the Attorney Ceneral, DCER, CLF, SORE
| RATE, the Energy Engi neers Task Force, and State Senator Henr
S. Rauschenbach (together, the "Moving Parties"). The 1993
Agreenent was intended to increase funding for the activities of
t he Task Force and | ndependent Expert through June 1993, the end
of the Task Force/lndependent Expert tenure set out in
D.P.U 91-80 (Phase Il1-A) at 9. On February 19, 1993, the
Departnent indicated that it would not rule on the 1993 Agreenent
before the February 19, 1993 deadline for Departnment action set
in the 1993 Agreenent. Also, in the February 19, 1993 letter,
the Departnent indicated that the Moving Parties may refile the
1993 Agreenent. No such refiling has been made. |In the context
of D.P.U 92-218, several parties have expressed interest in the
continued tenure of the Task Force/l ndependent Expert past June
1993 (see e.g., Mnority Comrents at 1-3; |IE Report at 102;
February 9, 1993 Comments of | RATE at 5).

As anticipated in the Settl enent Agreement approved in
D.P.U 91-80 (Phase Il1-A), the tenure of the Task Force and
| ndependent Expert will expire in June 1993. The Departnent wll

not order renewed funding or tenure for the Task Force or

21 The Budgetary Amendnent refers to the Settl enent Agreenent
approved by the Departnent in D.P.U 91-80 (Phase II-A).
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| ndependent Expert. However, the Task Force and | ndependent
Expert are encouraged to use their remaining budgets to assi st

t he Conpanies in the devel opnent of the DSM RFP described in
Section Il of this Oder, or in the devel opnment of DSM prograns
that will conprise the Conpanies' integrated resource portfolio

(see Section VI, above).
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VIl1. ORDER

Accordingly, after due notice andconsideration, it is
ORDERED That the Joint Petition as initially filed on
Cct ober 1, 1992, and subsequent filings submtted by and as part
of the Commonweal th El ectric Conpany and Canbridge El ectric Light
Conmpany conservation and | oad managenent preapproval case,
docketed D. P.U. 92-218, be and hereby i DI SM SSED and it is
FURTHER ORDERED That D.P.U. 93-15 and D.P.U. 93-16, the

Departnent's investigation into the Conpani es' separate requests
to recover |ost base revenues through their respective
conservation charges, be and hereby are consolidated for

i nvestigation purposes; and it is

FURTHER ORDERED That Commonweal th El ectric Conpany and

Canbridge El ectric Light Conpany shall conmply with all other
orders and directives contained in this O der.

By Order of the Departnent,



